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SUMMARY

MCI opposes the following aspects ofthe petitions for reconsideration in this proceeding.

1. The Commission must deny APCC's request that IXCs should be required to notify

the PSP 30 days in advance before blocking calls.

2. The Commission must reject the request ofthe Inmate Calling Services Providers

Coalition for compensation ofS.90 per call from inmate phones.

3. The Commission should reconsider its Qrd.« and reject the petition ofBellSouth

concerning compensation for 0+ calls and ofthe RBOC Coalition requesting

compensation for 0+ calls from inmate phones.

4. The Commission must reject the petition ofPCI and allow carriers to flow-through

the compensation charge to specific 800 users.

5. The Commission must deny BellSouth's petition and prohibit BOCs from reselling

interLATA service from payphones until they have authority under Sections 271

and 272. BOCs also should not be able to brand interstate calls from payphones.
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opPOSITION TO PETITIONS FOR RECONSIDERATION

MCI Telecommunications Corporation (MCI) hereby opposes certain petitions requesting

reconsideration ofthe Commission's Qr.d« 1 implementing Section 276 ofthe Communications

Act concerning payphone regulation and compensation, as discussed below.

L INTRODUCfJON

As demonstrated by MCI and others, the Commission's~ adopting what the

Commission characterizes as a market-based compensation amount is seriously flawed because it

departs from prior Commission precedent~ it fails to fulfill the Commission's duty to protect the

public interest by safeguarding consumers from excessive charges; and there is no effective market

when compensation for access code and subscriber 800 calls is imposed on carriers that neither

make the decision to use the payphone, nor have the ability to avoid the charge. Thus, the

Implementation ofthe Pay Telephone Reclassification and Compensation Provision
ofthe Telecommunications Act of 1996, Report and Order, CC Docket Nos. 96-128 and 91-35,
FCC 96-388 (released September 20, 1996).



Commission must reconsider its Order and prescribe a cost-based compensation amount. The

record demonstrates that cost-based compensation should be between $0 and $.083 per call.

MCl opposes the petitions that ask the Commission to go even further in mandating unfair

and unjust compensation. The specific issues and petitions that MCl opposes are discussed

below.

n. CARRIERtS ABILITY TQ BLOCK CALLS

The American Public Communication's Council (APCC) asks the Commission to require

carriers that intend to block calls from payphones to inform payphone service providers (PSPs) 30

days in advance ofblocking so that the PSP can take steps to avoid customer confusion and the

disruption ofbusiness. APCC also requests that carriers should be required to provide an

announcement that the carrier refuses to accept the call from the phone and that the phone is not

malfunctioning.2

The Commission must deny the request to require notice to the PSP before blocking

because it is inconsistent with the Commission's~ and justification for a market-based rate.

The Commission found that a market-based rate is appropriate, in part, because a carrier can

avoid the compensation ifit determines that the amount (which, ultimately, will be the local coin

rate set by the PSP) is unacceptable. Adoption of APCC's proposal would mean that carriers

could not avoid compensation, at least for 30 days, and would be forced to pay a compensation

amount that may not be acceptable. Clearly, such forced payment cannot be justified in a market­

based compensation environment.

2 APCC Petition at 3.
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The Commission also should reject APCC's request that carriers should be required to

announce to the caller that the carrier is blocking the call. As an initial matter, there is no need for

this announcement because the caller will hear the dial-tone and, presumably, the caller will be

able to place other calls from the phone. Therefore, the caller will know that the phone is in

working order.

In addition, the proposed announcement may not be accurate. For example, for a

subscriber 800 call, it could be the decision ofthe 800 customer to refuse to accept calls from

payphones. Therefore, although the carrier may actually perform the blocking, it would be the

800 customer who refuses to accept the call.

Such a requirement also would unnecessarily interfere with the carrier's relationship with

its customer. Specifically, with respect to access code calls, it should be up to the carrier to

decide how and when it communicates to its customer. In addition, it would not be appropriate

under any circumstance to require carriers to make representations about unaffiliated PSPs.

m. INMATE-ONLY PHONES

The Commission must reject the request ofthe Inmate Calling Services Providers

Coalition (ISP Coalition) that the Commission order compensation of$.90 per call to be paid to

PSPs providing phones for inmates in prisons. The ISP Coalition argues that the Commission was

wrong in not prescribing compensation because it could lead to a double recovery ofcosts already

recovered in inmate calling transmission rates and operator service surcharges. Further, the ISP

Coalition argues that compensation in the amount of $.90 per call is necessary because ofthe

higher costs involved in providing inmate services.

-3-



As recognized by the ISP Coalition and the Commission, the provision ofinmate-only

phones involves special circumstances. For example, in many correctional facilities, inmates can

place only 0+ calls-- access code and 800 subscriber calls cannot be placed from inmate-only

phones. In addition, correctional facilities contract with operator service providers and payphone

providers for the provision of services for inmates. Therefore, through the contract process, a

PSP clearly has notice that the phones will be used for 0+ calls and clearly has the opportunity to

ensure that it receives fair compensation for the use ofits phones for those calls. Accordingly, as

with 0+ calls, there is no need for the Commission to prescribe any compensation for calls from

these phones.

IV. COMPENSAnON FOR 0+ CALLS FROM JOC PAYPHQNES

The Commission must reconsider its Qnkr and reject the petition ofBellSouth in which it

asks the Commission to clarify that the LECs will be entitled to receive compensation for 0+ calls

once they have removed all subsidies for payphone service from their rates as long as they do not

otherwise receive compensation for originating 0+ calls.3 The Commission also must reject the

request of the RBOC Coalition that compensation for 0+ calls be extended to BOC inmate-only

phones.·

As demonstrated by MCI, in the case ofBOC payphones, the IXC baa a contractual

relationship with the location provider for the routing of0+ calls from the payphones on its

premises to the IXC for an agreed upon amount ofcompensation. The Act clearly establishes that

3

•
BellSouth Petition at 6.

RBOC Coalition Petition at 3-6.
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the location provider has the right to select the presubscribed carrier for payphones on its

premises. The Act further establishes that nothing in the Act "shall affect any existing contracts

between location providers and ...interLATA and intraLATA carriers that are in force and effect

as ofthe date ofenactment ofthe Telecommunications Act of 1996."5 Thus, by contract, !XCs

are entitled to receive 0+ calls from the payphones. The Commission's Order, which would

require !XCs to also pay compensation to the BOC for 0+ calls, interferes with this relationship.

Moreover, it clearly forces IXCs to pay more compensation for 0+ calls than they have agreed to

-- contrary to the Commission's rationale for a market-based compensation mechanism.

v. CARRIERS' ABfi.,ITY TO FLOW-THROUGH CHARGES

The Commission must reject the petition ofthe Personal Communications Industry (pCl)

to the extent that it asks the Commission to require IXCs to spread the costs ofcompensating

PSPs across all 800 users. PCI argues that its request is necessary because 800 carriers may not

be able to bill their customers to compensate payphone owners on a per-call basis and "individual

800 number users would be subjected to per-call charges despite the fact they cannot refuse to

accept calls from payphones."6

In the Order, the Commission states that carriers can recover the charge for compensation

from their customers in the manner they deem appropriate, and there is no reason to depart from

this position. Moreover, the Commission consistently has found that costs should be recovered

from the cost causer, which, in the case ofpayphone compensation, is the consumer who makes a

5

6

47 USC Section 276(b)(3).

PCI Petition at 10.
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call from a payphone or who accepts a call from a payphone. Accordingly, there is no policy or

public interest reason to require the recovery ofthe compensation charge as requested by PCI.

To enable carriers to flow-through the compensation charge, however, the Commission

must require LECs to provide as part ofANI the information digit "70" for non-LEC payphones

and "27" for LEC payphones so that carriers can identifY calls from payphones on a real-time

basis. The real-time provision ofthis information also would enable 800 customers to either

block calls from payphones or flow-through the charge for such calls as they deem appropriate.

VI. RESALE OF TOLL AND BRANDING

BellSouth requests reconsideration or clarification ofthe Qnkr concerning the resale and

branding ofoperator services from payphones. Specifically, BellSouth argues the BOCs should

be able to resell interexchange service from payphones and, at a minimum, BOCs should be able

to brand interstate operator services calls from their phones. 7 BellSouth alleges that non-BOC

PSPs are able to co-brand calls and, therefore, this right must be extended to the BOCs.'

The Commission must reject BellSouth's requests because they are inconsistent with the

Act and the public interest. Clearly, BOCs cannot provide interLATA service from their in-region

payphones until they are authorized to do so under Sections 271 and 272 ofthe 1996 Act and

have met the dialing parity requirements ofSections 251(b)(3) and 271(c)(2)(B) ofthe 1996 Act.

With respect to branding, the Communications Act requires an operator services provider

7

8

BellSouth Petition at 22.

BellSouth Petition at 24.
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(OSP) to identify itself to the consumer at the beginning ofa call and before a charge is incurred.9

The purpose ofthis requirement is to provide notice to the consumer concerning the identity of

the OSP so that the consumer can choose not to use that OSP's service. Since the BOC PSP

clearly cannot be the OSP for interstate services before it has obtained such approval, it would be

misleading and confusing to the consumer to allow BOCs to brand or co-brand interstate OSP

calls.

vn. CONCLUSION

Based on the foregoing, MCI respectfully requests that the Commission reject the

petitions for reconsideration or clarification discussed herein.

Respectfully submitted,

MCI TELECOMMUNICATIONS CORPORATION

By: ~?>~Mary 1. Si
Donald J. ardo
1801 Pennsylvania Avenue, N.W.
WashingtOl\ D.C. 20006
(202) 887-2605

Dated: October 28, 1996

9 47 USC Section 226(b)(I)(A).
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